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PPP LOANS FOR SELF EMPLOYED INDIVIDUALS

Self employed individuals (even those without employees) DO qualify for a PPP and / or EIDL loan.

Self employed individuals report self employment income on either Schedule C or Form 1065 (if your self 
employment income is generated as the result of a partnership).  In this example, we’re going to prepare a 
PPP loan application for Jill Smith, who is a self employed hair stylist.

JILL’S FACT AND CIRCUMSTANCES

● Jill is married and files jointly with her husband Joe, who works for a local auto dealership as a 
technician.
● On March 24, 2020, pursuant to Governor Scott’s Executive Order, Jill closed her business.
● On March 26, 2020, Jill applied for and received unemployment benefits.
● Jill received unemployment benefits from March 26, 2020 through May 29, 2020, when she re-opened 
her salon.
● Because of the closure and reduced re-opening capacity, Jill has suffered losses as a result of the C-19 
pandemic.



PPP LOANS FOR SELF EMPLOYED INDIVIDUALS

ON THE RIGHT IS A COPY OF JILL’S 2019 SCHEDULE C

After expenses, Jill earns $48,000.00 in self employment 
income (Schedule C, Line 31).

Line 31 of Jill’s Schedule C determines her loan amount. 

In order to determine her loan amount, Jill divides the number 
on Line 31 of her Schedule C by 12 in order to determine her 
monthly self employment income.  Then she multiplies this 
result by 2.5 in order to determine the amount of her PPP loan.

In Jill’s case:

$48,000 / 12 = $4,000  
$4,000 x 2.5 = $10,000

Jill is eligibile for a PPP loan of $10,000.   If Jill utilizes the 
funds under the prescribed rules, the entire loan amount can be 
forgiven.
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SOME COMMON QUESTIONS

Jill hasn’t done her 2019 taxes yet.

● In order to apply for a PPP loan, Jill must prepare a reasonably accurate 2019 Form Schedule C to 
accompany her application.

Jill had her taxes prepared (or prepared them herself), but she’s waiting until July 15, 2020 to file them.

● There is no requirement for Jill’s 2019 tax return to be filed in order to apply for and receive a PPP loan.

Jill received unemployment benefits in 2020 as a result of the shut down.

● Receiving unemployment benefits has no affect on Jill’s eligibility.

Jill does not plan on re-starting her business until June 15, 2020.

● Delaying her re-start has no effect on Jill’s eligibility.  A long delay period could affect forgiveness.

Where does Jill apply for a PPP loan?

● Through any participating bank or credit union (virtually all banks and credit unions participate).
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Jill has her 2019 Schedule C prepared and is ready to complete her application

Let’s Review The Formula Again:

Schedule C, Line 31 - $48,000 (Annual Income)

Calculate Average Monthly Income:

$48,000 / 12 = $4,000.00

Calculate Loan Amount:

Average Monthly Income x 2.5

$4,000.00 x 2.5 = $10,000

Result:  Jill’s PPP loan amount is $10,000
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LINK TO SBA PPP BORROWER APPLICATION:

https://www.sba.gov/sites/default/files/2020-04/PPP%20Borrower%20Application%20Form.pdf
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Jill’s PPP Loan Application Will Consist of the Following:

Pages 1 and 2 of the SBA Borrower Application Form.

A copy of Jill’s 2019 Schedule C.

These are the minimum documents required.  Your lender may require 
additional information, such as a copy of your 2019 Form 1040.

Our local lenders have been incredibly efficient and helpful in processing 
PPP applications.

This is not a complicated process.  
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Jill is approved for her PPP loan and the lender closes the loan on June 15, 2020 and deposits $10,000 into her 
bank account on June 16, 2020.  Now what?

Jill’s 24 week “forgiveness period” begins on June 16, 2020 (the day the funds were deposited into her account).

Over the next 24 weeks (six months), Jill pays $1,000.00 per month for her booth rental and Jill takes a “draw” 
(her “paycheck”, if you will) of $800 per week.  She also pays $80 per month for her business phone.

Remember, Jill received a loan of $10,000.00.  Under the new rules, at least 60% ($6,000) must be used for 
payroll, and no more than 40% (4,000.00) can be used for “Other Expenses”, such as rent, mortgage interest or 
utilities.

In Jill’s case, she took personal withdrawals of $19,200 (24 weeks @ $800 per week), paid rent of $6,000 (six 
months @ $1,000 per month) and paid $480.00 (6 months @ $80.00) in expenses.  During the 24 week period, 
Jill earned $20,000 in self employment income.

Because Jill’s withdrawals as a result of self employment far exceed the 60% forgiveness threshold ($6,000) and 
the overall loan amount, Jill would easily qualify for 100% forgiveness.

Jill will submit her forgiveness application to her lender following the expiration of her 24 week measurement 
period.
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Some Other Items To Take Note Of:
● In calculating your PPP loan amount, your self employment income is “capped” at $100,000 per year.  In 
other words, the maximum PPP loan for a self employed individual with no employees is $20,833 ($100,000 
/ 12 = $8,333.  $8,333 x 2.5 = $20,833.

● As stated before, PPP loans are a two step process.  Step One is applying for and receiving the loan.  Step 
Two is applying for forgiveness.  You cannot apply for forgiveness until the 24 week measurement period 
expires.  

● The forgiveness documentation rules are not yet fully codified.  We’re advising self employed individuals 
to be certain to actually write themselves weekly “draw” checks during the 24 week measurement period.  
Retain a copy of these checks, as they will be needed to document forgiveness.  Make certain to actually pay 
“other expenses” during the 24 week measurement period.

● As things stand today, the forgiven amount of your loan is taxable income.  Plan accordingly.

QUESTIONS?
Link to this presentation: https://accd.vermont.gov/content/ppp-loans-self-employed-individuals


